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"Chain Stores are the products of a 
few monopolistic money masters of 
Manhattan." 


ANSWER: False! A survey of 138 representative chain store companies, of sll 
types, in all fields, operating 2bout 35,000 stores, coast-to-coast, with sales 
of about 34 billion dollars that was jointly conducted by the five associations 
serving chain stores and wes certified by Peat, Marwick, Mitchell & Co., found 
that reporting companies head over 50, piesa shares of common stock outstanding, 
22% of which is held by company officer s and Ae rans ea 64% by people in ell 
walks of life and only sbout 14% by benkers, insurance compenies, etc. 


- 


Of 5,075,018 shares of outstanding preferred stock, about 25% 
ny officers and employees, 65% by people, coast- apnea, in 
and only about 10% by bankers, insurance companies, etc. 


These companies have 360,948 stockholders; 314,822 hold common stock; 46,126 
own preferred stock. Ties shareholders peulae in widely scattered mommies 
throughout America. There are 24 common stockholders per 10,000 population; 
there are about 4 preferred stockholders per 10,000 population. 


The 10 largest holders of common stock and the 10 largest holders of preferred 
stock in reporting companies live in 257 cities in 42 different states. Since 
stockholders received in dividends over 80% of the is hk apeabtnes) slim net pro- 
fits of reporting companies, it is manifest that the laborers, widows, bookkeep- 
ers, etc. from the Atlantic Ocean to the Pacific, who as principsl stockholders 
of reporting companies really owm them, received the bulk cf company earnings 


ixty-seven per cent of the Board members of reporting companies, furthermore, 
are active company officers or emnloyees; a a are benkers, brokers or in- 
vestment underwriters; the balance are people in all walks of dra, 


Moreover, these directors of reporting companies are from all parts of the coun- 
try; no one city, not even any one section of the country can claim them, as is 
shown below: : 


RESIDING IN EACH 
Gro “RAL PHIG S$ SECTION 


8.028 


— Middle Atlenti¢e States _ 58.77% 
Fast North Central States 25.43% 
West North Central States PA eS SR 
> South Atlentic State ul toe Reena, i 
Eest South Central States Lae Ge 
West South Centrel States ery ee 
Mountain States x Oe ee Og Bie 
Pacific Stetes 4.8°% 
Total 100.00% 
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In 82% of surveyed companies, 100% of their Board members reside in states 
which companies operate. More than 85% of revorting compeny directors live 
outside New York City. 


For further data, write the Institute of Distribution, Inc. 
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TRUE OR FALSE? 


"The cost of food is higher in chain 
controlled towns ond communities." 


ANSWER: Not true! In the United States, there are 965 different food chains, 
and in no section of the country is 2 single food chain without the most ac- 
tive competition both from other local, sectional or national chain store com- 
panies operating food stores or from eficient, individual ly-owned grocery 
establishments. Lower retail prices are inevitable in the face of such aggres- 
Sive competition. 


Moreover, in the 14 largest cities of the country for which separate figures 
are published in the United States Census of Business for 1935, it is shown 
that, in some of these cities, the combined sales of the competing chain food 
Btores are greater in these cities than the combined sales of competing food 
stores. If their sales are greatest, doesn't it naturally follow that chain 
grocery stores are receiving the greatest consumer pstronage? And remember 
that the consuming public trades most where it can get the best products conve- 
niently, at the least cost. 


The United States Census of Business also found thet, in the cities in which 
chain food stores have been obtaining the lergest share of locel business, the 
number of independent food stores has been increasing since 1929 and the number 
of chain food stores decreasing. 


It seems fair to conclude, therefore, that no efficiently-operated, individual- 
ly~owned store that has adopted sound, modern operating inethods and policies 
and which now, accordingly, offers the seme extensive valucs, services and con- 
veniences to the public as are offered by chain stores, need ever fear active 
competition from chain stores or anyone else. By stimulating greater efficien- 
cy end better organization smong its competitors, thereby generating lower re- 
tail prices, better service end increased consumer conveniences throughout lo- 
cal trade areas, isn't the chain store performing still another significant 
service to public benefit? 


And, finally, here is authoritative testimony from the University of Denver 
that explodes the myth of higher food costs in chain controlled tows: 


Number of | Names of Average cost |Names of Average cost | Per cent by 
items towns with- | of bill of towns with |jof bill of which total 
compared | out chain goods in in- | chain food |goods in in- | cost is low- 


depencent er in tomms 
stores in with chains 
towns with 

chains 


food stores | dependent stores 
stores in 
towns moe 


ee chains _ 


Yuma 
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Steamboat 


Saguache 2248 


Hexton | 2.608 
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For further data, write the Institute of Distribution, Inc. 
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"They do not contribute to local relief, local schools, 
churches or charities, except a miserly sum - entirely 
out of proportion to their business - in an effort to 
buy good will." 


ANSWER: This is false! The support of local relief, local schools and local 
charities is, in most cases, méinly dependent upon Land tax collections.,, If 
chain stores do not bear their full, fair share of local taxes, therefore, 
they are depriving local relief, local schools and locel charities of vital 
revenue. Let's examine the facts! | 


Every investigation that has been made of taxes paid by chain stores shows 
them to average higher than taxes paid by other tynes cf stores. 


The recent publication of the National Cash Register Company entitled, "Ex- 
p 
penses, He, Net Profits And Stock Turns In Retail And Wholesale Busines 3S- 
es", summarizes authoritative surveys in connection with the fe usual exoonditures 


for taxes by various tyoes of individually-owed stores. Here sre conclusions: 


TAXES PAID BY INDIVIDUALLY-OVNED STORES 
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fhuto, Tire & Accessories _ 
Builders Supplies 
Department Stores 
Drug Stores span! 35h 
Grocery Stores (Taxes and 
Insurance Combined) 
Hardware Stores _ 
Jewelry Stores _ 
Men's Apparel __ 
Shoe Stores _ py 
Women's Specialty Shor Shons 
Filling otations _ 


or 


Keeping the foregoing in mind, let's now refer to the Federal, state and local 
tax findings of the extensive recent survey, certified on Jenuary 9, 1959 by 
Peat, Merwick, Mitchell & Co., in which 138 representetive chain store compa- 
nies, of all types, with over 33,000 stores, coast to ccest, and over 34 bil- 
lion dollars in sales participated. 


While Federal, state and local taxes in most types of individuelliy-owned stores 
average, as we have seen, less than 1% of sales, the taxes ae by reporting 
chain store companies averaged 2.94% of sales and ranged from 1.79% for report- 
ing chain food companies to 3.27% for reporting chain drug store compenies and 
5.54% for reporting companies operating other types of chain stores. 


Taxes paid by reporting chain store companies amounted to the substantisl fig- 
ure of $3,108 per store and to $215 per employee. And that's not all! 


The donations to organized welfare groups by reporting chain store companies 
avereged almost $60 per store for the year surveyed. In addition, reporting 
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companies expended generously for memberships in locel civic organizations, 
thereby raising the total of their payments for these two civic service and 
welfare purposes to the impressive average of $90 per store, per year. 


Moreover, the Federal Trade Commission in its million dollar, six year chain 
store inquiry (reference source: "The Chain Store in the Small Town", Senate 
Document No. 93, 73rd Congress, end Session, p. 68) found that 8 2%, of the 153 
reporting chain store compenies donated to local welfare enterprises and that 
their contributions averaged #77 per store, per year. In over 87% of report- 
ing chain store companies, additional contributions were made, personally, by 
chain store menagers averaging $50 per store, ver year. 


And even that's not all! Let's now take a fow specific cases: 


see eee oe 


Houston chain stores, for example, recently demonstrated their interest in the 
city's welfare by completing their own Community Chest drive and reporting 100% 
chain store participation, a day before the regular city-wide Community Chest 
drive began. They presented subscriptions to the Houston Community Chest Fund 
totalling $13,864.74 which represented an increase of 82.4% over chain store 
subscriptions in 1937. And in Springfield (Ohio), 48 chain store compenies ap- 
pear on the city's Community Chest Honor Roll. 


In Galveston, well in advance of deadline, 11 chain stores recently contributed 
$1,184.30 to the Galveston Community Chest that supports the activities of 16 
sidebar Galveston Social a a agencies. In Port érthur, the chain store Com- 
munity Chest quota was 42,541: they contributed almost &7 000. The Dellas Com- 
munity Chest, in the avenue, received #8, O12 from chain stores - a sum which 
was well over the chain store quota. 


In Beaumont, chain stores appeared prominently on the Community Chest Honor Roll. 
First to reachl100% enrollment in the Brownwood Red ee Grive were chain stores 
and their contributions comprised helf of the money raised. In El Paso, of all 
other Community Chest divisions, chcin stores, wit th 100% verticipation were the 
first to meet their guota. 


These are but a few examples among = multitude that demonstrate the desire of 
chain stores both to beer their civic responsibilities snd fully to donate to 
worthy iceal welfare enterprises. 


In conclusion on this charge, it is interesting to note that 12,396 employees of 
78 reporting compenies in the recent 138 company survey that was certified by 
Peat, Marwick, Mitchell & Company, ere officers, committee chairmen or other im- 
portant leaders in local Chambers of Commerce, Service Clubs end other community 
welfare and service activities. 2792 of these sare meyors or other officers of 
municipalities. This 12,396 figure does not, naturelly, include the multitude 
of other chain store employees who ere yerele members in good stending of such 
local organizations. 


For further data, write the Institute of Distribution, Inc. 
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IV. 


"They break down local rent schedules by 
destroying the independent merchents.' 


ANSWER: Untrue! Here, for instance, is what the Federal Trade Commission 
found in studying the rent schedules of chain stores and of their competitors 
in 33 pied ah scattered communities of from 1700 to 5100 population. (Refer- 
ence source: "The Chain Store in the Small Tow", Senate Document No. 93, 
‘73rd fonapese » 2nd Session, p. 49 f.) 


__Average Months 
a el 


Type of Business 


Food Etores 


ee ooo ———— aerate a ee nr 


Variety Stores 


Dry Goods and Apparel 220.02 


This myth is further blasted by leading associations of property owners. The 
Chicago (Illinois) Real Estate Board, at its annual meeting on November 2, 
1938, resolved, for example, that: 


"The elimination of national chain stores will destroy real 
estate values and income for = multitude of locel property 
owners; bring economic chaos to ell American trede; commerce 
and industry; increase unemployment, thereby disrupting the 
great good performed by this system of retail distribution 
in the United States; and substantially result in the dis- 
organization of thriving retail arezs throughout the United 
States." 


Furthermore, the National Association of Real Estate Boards, in annual conven- 
tion in Milwaukee, Wisconsin, on November 12, 1938, resolved thet: 


"The enactment of Federzl legislation of the kind contemplat- 
ed by the proposed Patman act is not in the public interest 
and would, if enacted, be harmful to normal development of 
our economic snd community life. *** 


"Tt would ent#il a widespread disorganization of commerciel 
property use end eae conseauent dislocation of real estete 
values in the business centers and subcenters of every 
American city, involving for municipal governments a direct 
loss of taxable values and adversely affecting business re- 
covery." 


And the Detroit (Michigan) Real Estate Board resolved, on November 22, 1938, 
that: 


"Skilled management of chain store organizations has tended 
to improve the character of retail districts, to stabilize 
lend values and thus hes contributed directly to the stabi- 
lity of real estate and local governmental revenue. 
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"Disruption of this method of merchandising would occur if le- 
gislation of the character proposed were enscted by Congress 
and would entail *** a dislocation of real estate values." 


And among 2 flood of similar pro-chain resolutions by the nation's epee née- 
tional, state and local associations of property ovmers, the National Associa- 


tion of Building Owners and Managers, in December, 1928, resolved that: 


"The economies effected by the system of nationsul chein stores! 
distribution heve Riomdacieahiey raised the stendard of living 
and increased the purchasing power of the rank end file in 
America, ond through permanency of occupancy and use have sta- 
bilized real estate values, thereby a ssuring many thousands 

of local property owners of reli able, well—peying, prompt re- 
mitting tenents and well mainta: ined properties, modern instal- 
lations, etc. throughout occupancy. %#4t 


"The National Association of Building Owners and Managers go 
on record as opposing the confiscatory Psatman provosal and 
any end all other types of pumitive anti-chain store legisla- 
tion." 


For further data, write the Institute of Distribution, Inc. | 
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TRUE OR FALSE? 


"They compel our boys and girls to work for 
absentee owners for long hours at starvation 
wages." 


ANSWER: False, as shown by the following table of the average annual earnings 
of full-time store employees by the U. S. Census of American Business: 


| % By Which Chain 
Kinds of Individual 


| Chain | Store Weges Ex- 
Business Retailers Stores | ceed Individual 
| Store Wages 
Automobile Dealers $1,024 G1, 8S. = OM 
Cigar Stores _ =  AOUE Ave Meare 2 
Department Stores sy 1,000 TG A Mie 80 a 
Drug Stores 972 1,024 tees 
Family Clothing Stores va Rats se AS | 1642 
Filling Stations 838 | 50. 4.8% 
1,200 
899 
613 _ 1. 10tu. 46 . 5%, fi 
1,059 APT a 
1,136 900 20.8% 
CE RT aed RG Es -_ 2.8% 
Radio Stores _ 1,095 Ey ds Rp py See 
Restaurents 758 16.8% 
Shoe Stores Laiv?Z Leno vy a 
| Variety Stores cet OS fy a 
Women's Apparel Stores 998 988 pore Wey 4 


Average for 18 Kinds of Stores| $ 947 $1,079 13.9% 


When the National Industrial Recovery Act was enacted into law in 1943 and re- 
quired the raising of wages and the lowering of working hours to ® standard 
industry schedule, chain stores were among the first to comply. That schedule 
of retail working hours still, voluntarily, continues in chain stores even 
though the law was invalidated four years ego. 


Moreover, state lews fixing maximum working hours for females (which comprise 
the bulk of the employees in chain variety stores, department stores, etc.) 
are now effective in 40 states and, by law, restrict the working hours of fe- 
male personnel in all mercantile establishments, chain or independent. The 
Federal Wage and Hour Law, furthermore, restricts the working hours of chain 
office employees, warehousemen, etc. to 44 hours per week, Minimum wage laws 
are now effective in 27 states. 


Chain Stores are not only living well within the provisions of all Federal, 
state and local maximum hour and minimum wage laws but, as a matter of good 
business policy, are leading the way, all the way, in mainteining fair labor 
standerds. 


A dissatisfied employee and his job are soon parted. And in chain stores, @ 
survey of the length of service of 340,263 employees in 96 representative chain 
store companies reveals the following noteworthy facts: 
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Employed over 25 years 1,918 56% 
Employed 10 to 25 years AY TL 12.26% 
Employed 5 to 10 years 66,985 19.69% 
Employed @ to 5 years 119,991 35.26% 
Employed under ? years 109,652 2.802 

TOTAL 340, 263 100. 00% 


Finally, in a recent study of 138 chain store companies, employing 406,266 lo- 
cal residents as store employees, or an average of over 1? employees per store, 
69 reporting companies were found to maintain profit-sharing plans; 89 maintein 
employee group insurance; 63 have programs underwriting sick benefits; 112 have 
other well-established employee benefits. Not one reporting company was found 
in which provisions do not exist for assisting employees during illness and 
disability. Not one reporting company has reduced wage retes, regardless of 
comparative business quiet, since January 1, 1957; the wage trend in chain stores 
continues upward as working hours have, generdlly, either decreused or at least 
remained at NRA level. 


For further data, write the Institute of Distribution, Inc. 
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VI. 


"They crush out Labor, as 
monopoly invariably does." 


ANSWER: Not true! Chain stores, in the first place, are not a monopoly. They 
saw their greatest growth from 1920 to 1929. They reached their peak by doing 
25% of the retail trade in 1933. Today they do only about 23% of the retail 


trade. Is there monopoly in this? 


In the second place, chain stores must have high-grade, well-satisfied person- 
nel to operate profitably to public benefit. Sound, high-grade personnel re- 
lationship is, therefore, recognized in chain store companies as one of the 
most important essentials to successful company operation. 


Accordingly, the standard of living of chain store employees is high. This 
fact is substantiated by the following results of an impartial survey recent- 
ly made of the 4414 emoloyees of 19 representetive, typical chain store compa- 
nies: 


Have home. Helepnone “sivas cvccesccvecss 40050 
at ON COmODL LGR «nG ba es Ged avon sus nase) 04.5% 
DMPIEGLOS os Revie kh osha tehiase deca 158% 
Heve Savings ACCOUNLS sisisescscccness 58.2% 
Carry personel life insurance ....... 80.4% 
Members of fraternal organizations .. 37.2% 


It is interesting to note that one-third of the employecs of reporting compa- 
nies in a recent survey of 138 representative chain store companies have been 
with the same company over 5 years, 25% from 2 to 5 yesrs; the balance, com- 
posed substantially of young selesladies to whom business life is temporary, 
have been with the same company less than @ years. 


The position of store manager of = chain store compeny is comparable, both in 
income and in responsibility, to that of manager or owner of an indevendently- 
owned store of a similar size end type. And of the store managers of reporting 
companies in the eforementioned 138 company survey who earn more than $5,000 

a year, each, 79% earned from $5,000 to $10,000; 15% from $10,000 to $15,000; 
the balance earned over $15,000. This is «= clear demonstration of opportunities 
for interesting and profitable local employment in chain store companies. 


Above the store menagerships, in chain store companies, come various grodes of 
executive positions all of which, with rare exceptions, are filled from below. 


Consequently, the chances for advancement in a successful chain store company 
are limited only by the ability of employees to take advantage of them. This 
is demonstreted by the fact that practically every mejor chain store company 
official today has "worked up from the ranks". 
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The presidents of 69 reporting companies in the 138 company survey previously 
described, for instance, rose from the store ranks} 217 other top officers, 
such as, vice presidents, treasurers, etc. did likewise; 1645 other senior ex- 


ecutives, such as merchandise managers, advertising managers, etc. also started 
et the bottom. 


For further data, write the Institute of Distribution, Inc. 
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VII. 


"They are draining capital 
; from local towns." 


ANSWER: This is false! Before the chain stores came, increasing numbers of 
people in the smaller tows of the U. S. were driving to nearby large cities 
to buy clothing, drugs, hardware, and even groceries, because they couldn't 
get the variety and values they wanted in their home towns. 


When they went to the nearby cities to buy, they took money out of their home 
town. Lots of it! Because they syent money on other things, too, while in 
the city -- movies, beauty parlors, dentists, restaurants, candy, end so on. 
Hundreds of thousands of other town and farm folks bought by mail instead of 
in their home towns -~ before the chain stores cume. 


The coming of the chain stores changed that. 


They brightened up Main Street, offered constant supplies of fresh, new mer- 
chandise in wide variety, and made shopping on Main Street more interesting 
and exciting -- and more economical! 


More, they stimulated their competitors to self-improvement. Today, therefore, 
all local stores are brighter, cleaner, better arranged, more convenient, more 
sanitary, with fresher and better stocks. They sell more dependable merchan- 
dise and carry a better selection. The new styles and novelties are brought 
to Mein Street almost as soon as they are seen on Fifth Avenue. 


The chain stores have done that! The chain stores did more than keep money in 
town. In making these modern changes, the chain stores also brought money into 
town. But even thet isn't all. 


The young men and women in these towns of America cre getting better pay and 
better hours working in chain stores. Chain stores have mede jobs. The young 
people therefore aren't so quick to leave home for "the big city". There's 
more opportunity, greater security, and steadier jobs for them in the old home 
town since chein steres came. 


Moreover, were the local bank balances of chain store companies ever compared 
with those maintained by other kinds of merchants of comperuble size and type, 
a top heavy preponderance would undoubtedly be found in favor of the chzein 
stores. Let's consider evidence! 


A survey of 138 chain store companies operating throughout the United States 
showed, for example, that reporting compenies had 19,085 local bank accounts to 
sefeguard more than $58,000,000 in local deposits. This is an average of over 
#3 O00 balance in eech one of these local benk accounts. 


In eddition, these reporting chain store compenies had 821 other bank accounts 
“in which the amount of money on hand totelled over $96,000,000, or an average 
for each account of over $115,000 each. 
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Nor are all of these other bank accounts, which are supplementary to the sub- 
stantial balances maintained in locel bank accounts, concentrated in New York 
City or in any other financial center. How can they be with the neadquarters 
of chain store companies locatec not just in one city or in any restricted sec- 
tion of America but throughout the United States? 


The following tabulation presents the geogrephic distribution of these addi- 
tional bank accounts and the amount of money banked in each geographic location: 


Aggregate Bank 
Balance of These 
Accounts 


No. Central 
Bank Accounts 


New England States 26 $ 3,841,697 
Middie Atlantic States 274 56,505,847 
East North Central Stetes 150 19,850,940 
West North Central States 85 5,424,692 
south Atlantic States 56 1,851,473 
Best South Central States 35 875,827 
West South Central States 55 1,091,146 
Mountain States 40 1,193,335 
Pacific States 102 6,421,678 

821 $96,054,435 


Chain store companies, furthermore, have made substantial local investments 

in real estate for stores, headquarters and warehouses. The total of these in- 
vestments, for a representative group of 158 chain store companies aggregated 
ét the end of 1957, more than $525,000,090. 


Nor are these local investments concentrauted in any one section of the country. 
They are sprecd coast-to-coest, as shown below: 


Total Value Total Velue Other 


Stores Owned Properties Owned Total 

New England States $ 20,154,833 @ 5,751,018 ® 25,905,851 
Middle Atlantic States 72,595, 642 10,572,012 82,965,654 
Fest North Central states 64,602, 7358 14,986,848 79,589,586 
West North Central States 20, 705,615 2,856, 655 28 592,248 
South Atlantic States 82,017,562 4,928,372 57,445, 734 
East South Central states 12,089,629 611,994 le, 692,626 
West South Central ctates 17,950,654 1,454, 806 19,405,460 
Mountain Ste.tes 6,681,057 1,578,282 8,059,545 
Pacific States 26,511,928 eo Benge ds Ob. 51,904,114 

TOTAL $278, 643,453 $47,912,157 $526, 560,615 


And as last word on this subject of "draining local capitel", here is a signifi- 
cant excerpt from a st«tement recently nade by a leading national consumers 
orgenization: 


"The chain store spends a greater pert of its gross profits 

in the local community in the form of wuges and rent, texeé 
end other expense. ‘The savings it permits on food expenditures 
edds to rather than deducts from the prosperity of local com- 
munities. 


"Basically, moreover, this point of view is indefensible as a 
principl: of economic orgenization. Were this principle 
genereliy applied, it would meen the abolition of all inter- 
city, inter-state and inter-regionel commerce. It would mean 
the destruction of such large mass production organizations as 
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General Motors, General Electric, United States Steel Corpo- 
ration and others. Cfcarcely anyone, in his senses, objects 
to the purchase of a Chevrolet motor car on the grounds that 
General Motors drains profits from the local community. Mass 
production, because of its efficiency and economies, adds to 
the wealth of the community at lerge. Mass distribution, 


capable of similar efficiency and economies, has a similar 
result." 


os 


For further data, write the Institute of Distribution, Ine, | 
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TRUE OR FALSE? 


"They destroy the independence and self- 
reliance that have built this nation." 


- Oo- 


ANSWER: Untrue! Instead of destroying the independence and self-reliance that 
have built this nation, chain stores actually represent inspiring examples of 
independence and self-reliance for without exception sll chain store companies 
had one store beginnings, To satisfy consumer insistence elsewhere for that 
mother store's services, values and conveniences, the owner had to open a sec- 
ond store, then a third and so on, until a chain resulted. That's how all 
chains began and how they grew to their present stature. 


Of 138 representative chain store companies recently surveyed by the five na- 
tional associations serving chain stores, 116 of them, operating nearly 28,000 
units, reported 31 different states and 94 different communities as their 
birthplaces. These commmities ranged from crossroad hamlets to metropolitan 
centers. 


The wide diversity in the birthplaces of chain store companies is paralleled 
by an equal diversity in the number of years that they have been in business. 
Here are the facts insofar as 119 reporting companies are concerned: 


No. of 
Age Group Companies 


50 years 2 
40 to 50 years b 11 
25 to 40 years 3 36 
10 to 25 years ; Bi 
5 to 10 years 11 
eto 5 years i eM 
TOTAL 119 


Thus, chain store companies are merely representative of the growth of success-— 
ful, individually-owned stores, 


Destruction of the independence and self-reliance thet have built this netion 
results, surely, when artificial restrictions are pleced on the growth and pro- 
gress of efficient, individual retail enterprises through the avenue of dis- 
criminatory, punitive, tax levies on the operation of two, three, four or more 
units under central ownership, management, or ultimate capital control. 


Wherever such discriminatory tax laws exist, an efficient merchant is restric- 
ted from the privilege of expanding to a second store or to a third store, to 

public benefit, unless he is willing, at the same time, to assume the discour- 
aging burden that is imposed by such punitive tax statutes. 


This charge namely, that chain stores destroy "independence snd self-reliance 
that have built this nation", and others like it, wtrue though they are, ser've 
as effective legislative expedients to certain type of wholesalers and retail- 
ers who are striving to have profits legislated back to them through crippling, 
discriminatory chain store taxation. 
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These organizations ~ minority groups at best - seek to identify the use of gov- 
ernment favoritism to benefit themselves as a service in a higher cause. Their 
appeal runs the gamut of traditional American idealism. They assert that their 
methods of doing business and their economic interests constitute the "American 
System". They appeal for public support on the grounds of local patriotism, on 
prejudices against "outsiders" and on loyelty to such slogans as "free enter- 
prise" and "equal opportunity". 


And here we are reminded of the following observation recently made by 2 leading 
consumers! orgenizations 


"No one would question that independent retailers are American and 
have.a right to whatever position their efficient performance can 
bring them in the American scheme of things, but it should also be 
Said that the system of independent reteiling as a method of dis- 
tribution has no monopoly on what is American. In fact, if one 
were to single out the distinguishing features of the American 
economy, one would point to the development of mess production and 
of mass distribution, General Motors or Henry Ford are as much a 
part of the American System as any independent retailer. 


"To use governmental favoritism and coercion as a method of trade 
competition against more efficient competitors is clearly not in 
accordance with American tradition." 


In the meantime, efficient, truly self-reliant retailers are now increasingly 
affiliating with cooperative buying, advertising and merchandise groups which 
are developing by leaps and bounds throughout the United States. Accordingly, 
fully a third of America's retail food business is now being done by efficient 
independent grocers who are not only obtaining the benefits of mass purcnesing 
power via the cooperative buying groups with which they have offiliated them- 
selves, but who, likewise, have modernized their stores, adopted the most sci- 
entific merchandising methods known and who, accordingly, are successfully com- 
peting with chain stores. 


In St. Louis, for example, as against 484 corporate chain grocery stores there 
are 1612, or 3 times as many, independently—owmed grocery stores which are af- 
filiated with cooperative buying and advertising groups. While chain grocery 
stores do 28.3% of the St. Louis food business, these 1612 obtained e lerge 
pert of the 71.:7%.of .St,. Louis grocery trade that wes done by individually 
owned grocery stores. 


For further data, write the Institute of Distribution, Inc. 
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IX. 


"They do not create; they take 
away what others have created." 


ANSWER: False! Many storekeeping methods that are now universully accepted 
and used by stores of all types, large and small, chain and independent, had 
their origin in chain stores. Among many more are the following few: 


1. Open display of merchandise, thereby stimulating quick 
retail sales and large purchases from local sources of 
supply, thereby stimulating employment; thus keeping the 
nation's factories busy 52 weeks a year; and increasing 
purchases of the nation's raw materials, etc. 


2 Cooperation with manufacturers and producers in the de-. 
velopment of new articles. (Making available to the na- 
tion's "masses", at prices within their means, what for- 
merly were the luxuries of the nation's "few'.) 


5. Cost control methods. 
4. Year-round sale of fresh fruits ond vegetables. 


5. Cooperation with farmers and producers in the profitable 
marketing of crop surpluses thereby increasing the earn- 
ing and spending power of the nation's farmers and pro- 
ducers and stimulating nationel prosperity. 


6. Chain store competition is responsible for the develop- 
ment of cooperative buying groups snd "so-called" volun- 
tary chains to match chain store mass buying and selling 
methods. As previously stated, fully «= third of America's 
retail food business is now being done by independent 
grocers who are not only obtaining the benefits of mass 
purchasing power via the cooperative buying groups with 
which they have affiliated themselves, but who, likewise, 
have adopted the most scientific merchandising methods 
known anc who, accordingly, are successfully competing 
with chain stores. 


7. Store modernization. Construction expenditures, generel- 
ly dropped in the United States by 28% in 1938. Yet chain 
store compenies, in 1938, spent over #108,000,000 in mod-- 
ernizing their stores, which is but 13% less than their 
record-breaking peak figure of $125,000,000 in 1937. Who 
received this #108,000,000? Who but local carpenters, 
electricians, sources of supply, etc.? 


8. De-centralization of retail trade. 

9. Creation and improvement of store fixtures snd ecuipment. 

10. Improved methods of meesuring potential demand at proposed 
store locations. This has served to keep store mortality 
at a minimun. 

11. Creation of new trading centers; prestige of established 


chain store names attracts immediete trade. 


And here is a final, typical example of what chain store creation means! 
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Sears, Roebuck and Company recently analyzed production and distribution costs 
of various articles that it sells and published the results in a report en- 
titled "A Study of Consumers' Goods Items, (1923 to 1938)". 


One significant example from this Sears study features e 9x12 felt base rug 
that in 1927 sold for $8.25 and which, in 1937, was vended in Sears stores for 
#4.70, In analyzing "whys" and "wherefores", the report shows that the cost 
of the used raw material actually increased 15¢ per rug but that processing 
costs were decreased by Sears by $2.30 and distribution costs by $1.40 per rue. 
Chain Store: Boon or Bane? What do you think? 


For further data, write the Institute of Distribution, Inc. 
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"They never guarantee a doctor bill 
for an unfortunate employee." 


PA a Goh 


ANSWER: Not true! A survey of 138 chain store companies recently completed 
by the five associations serving chein stores and certified by Peat, Marwick, 
Mitchell and Company showed that 63 reporting companies have formal plans for 
assuring sick benefits for their employees; 112 have other well-established 
programs underwriting sick benefits. A total of 89 of these companies have 
group insurance covering life, accident and health. Not one reporting company 
was found in which provisions do not exist for assisting employees during iil- 
ness and disability. 


For further data, write the Institute of Distribution, Inc. 
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XI. 


"They take local privileges and opportunities 
that formerly enabled local citizens to assume 
local relief assistance and responsibility." 


ANSWER: This is false. Impartial, independent investigations in 122 different 
communities demonstrate that average retail prices, for articles of identical 
quality, are lower in chain stores than in competing stores. Consumer savings 
in chain stores range from a fraction of 1% to as high as 24%, with a commonly- 
accepted average of about 10%. (See Institute of Distribution's "Does the Con- 
sumer Save Money In Chain Stores?") Thus, chain stores have multiplied the pur- 
chasing power of the nickels and dimes of local consumers; stimulated local em- 
ployment; shortened local relief rolls and have generated local prosperity. 


Chain stores have been of further noteworthy benefit to local communities. This 
fact is ably described by Ward Melville, President of the Melville Shoe Corp., 
and Chairman of the Board of the Institute of Distribution, Inc., in his talk 
before the annual meeting of the National Council of Shoe Retailers on January 4, 
1939. 


"Few yet realize the full extent of the merchandising revolu- 
tion which followed in the wake of the automobile, and still 
fewer realize that a strong counter-revolution started when 
the chain stores begen to pull trade back to the smaller com- 
munities. 


"Many small cities and towns are live trading centers todzy 
because chain stores. took modern merchandising to the people 
in those communities, instead of waiting for them to come to 
the larger centers. *## 


"We note that a bill which has been proposed in Congress, de- 
signed to tax interstate chains out of existence, is being 
called by some of its proponents a 'community preservation! 
bill. 


"No more complete misnomer could be possible. Destruction of 
the chains would also mean the destruction of meny communi-~ 
ties along with the payrolls and employment opportunities 
which the chains have created there. 


"Chain stores are now on many Main Streets, and it should not 
be forgotten thet some of these Main Streets would today be 
less lively, or in eclipse, if it were not for the chains." 


In its recent statement to its members on this subject, a leading consumers or- 
ganization said: 


"Before chain stores occupied an important place in the 
field of distribution, independent retailing was not a pros- 
perous field of enterprise. The history of retailing is a 
history of low incomes, of failures, and of a high annual 
percentage of turnover." 


Shoulé chain stores be driven out of the smell communities of America by des- 
tructive taxation, and should they be compelled to limit their operations to 
the largest treding centers, destruction of the business importance of thou- 
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sands of smaller local communities, coast-to-coast, will result. The sales of 
local merchants in these smaller communities will decline due to more out-of- 
town buying by their customers. Local retail prices must rise as the restrain- 
ing influence afforded by active chain store competition is removed. How about 
the consumer under these circumstances? Who then will foot the staggering bills 
for local relief assistance and responsibility? 


And in connection with local relief assistance and responsibility here's the 
brighter side as presented by the New England Council, (November 3, 1938, Boston, 
Mass. Globe)? 


"Just 96 hours ago, the New England Council issued a statement, 
drastic and far reaching in its import, to every resident of 
the six New England States. Mincimg no words, the Council 
pointed to the steady decline in New England industry and 
charged the New England people with responsibility for taking 
immediate steps toward rebuilding our prosperity. This chal- 
lenge has been answered in practical terms of vigorous action. 


"Today marks the opening of a ten-day drive sponsored by New 
England's chain stores to promote the sale of New England 
products in thousands of retail outlets. 


"Tt is not surprising that, as an integral part of New England, 
the chein stores - which buy more than $355,000,000 worth of 
New England products each year and provide employment for 89,500 
full and part-time New England workers - were the first to ac- 
cept the council's timely challenge." 


For further data, write the Institute of Distribution, Inc. 
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"They never send an unnamed Christmas 
basket to a poor family." 


ANSWER: Untrue! Chain store executives end companies, as in the case of other 
high grade businessmen and businesses are not in the habit publicly of discussing 
the many purely personal donations that they make and the many private eleemosy- 


nary projects which they are happy to support, generously. 


Respecting the privacy of such metters, no private company examples will be 
given to score this untrue charge. 


It is fitting, however, to state that a private survey by the Institute of Dis- 
tribution of 51 inter-state chain store companies shows that in the bulk of 
these companies local store ménesers have authority to meke contributions of 
money and merchandise to the needy, and in the remeining companies such suthor- 
ity can quickly be obtained on managerial request of the central office. 


Chain stores gladly, earnestly participate in public, cooperative, eleemosynary 
projects. A typical example is availeble in Marshall (Texas) where chain store 
companies not only contributed generously to the municipality's "Empty Stocking 
Party Fund" but also donated food, clothing, etc. thereto. The "News Messenger" 
said: 


"It was announced by store managers that in eddition to the 
cash contributions, A & P and Safewey would contribute fruit, 
nuts and candy and thst Penney, McLellan and Woolworth would 
contribute clothing end toys for the party to be held the 
morning of December 22 at the Paremount Theatre for the under- 

. privileged children of Mershall and Harrison County." 


wee 


For further deta, write the Institute of Distribution, Inc. 
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XIII. 


"They never fail to beat dow 
the prices of farm products." 


ANSWER: This is false! And here typical farmers, themselves, answer the ab- 
surd charge: 


George Ranson, Farmer, near Enid, Oklahoma: 


"T've watched chain stores work for eae long time - they coope- 
rate with farmers 100%. The way they handle our Gold Spot 
milk, cream and butter is typical. They are mighty parti- 
cular about quality end pay the going price or better to get 
it. Then, at their own expense, they advertise to increase 
consumption. This can't help but give producers a bigger 
market, and more money return, in the long run." 


John Burns, Trustee and General Manager of the Estate of Burk Burnett, 6666 
Cattle Ranches, near Fort Worth, Texas: 


"I'm for any outfit that pays the going price for farm pro- 
ducts and, at no cost to the producers, keeps them flowing 
into consumption. Chain stores help to keep the beef in- 
dustry on an even keel. They move meat in the most direct 
way - thereby save time and money for both producer and con- 
sumer." 


Harold Foster, Poultryman, Secretary-Treesurer, Washington Egg and Poultry As- 
sociation, McMillan, Washington: 


"Cooperation between producers and distributors is about the 
best thing that's happened to farming in my time. Look 

whet Safeway and the other chains did for us egg men last 
fall and spring. Their Farmer-—Consumer campaigns on eggs, 
I'm convinced, meant 2¢ to 3¢ more a dozen in cash money to 
the country's egg producers - not just during the drives, 
but all year. That fall campaign came when a huge over- 
supply was pushing egg prices down. The chain stores adver- 
tised people into eating more eggs and got us past the emer- 
gency. Going into the winter, prices were firmer." 


James S. Sharp, Cottongrower, President, Texas Cotton Growers Association, Paris, 
Texas: 


"All of us farmers have one common problem - getting whet we 
grow to the consumer at the lowest possible cost. To do 
that we must have a low cost production and efficient dis- 
tribution. It seems to me that chain stores, by taking farm 
products direct from producer to consumer, do away with the 
needless waste and expense of the old-fashioned distribution 
method." 


Within the past several months a substantial number of major national, state and 
local associations of farmers, growers and producers have epplauded the benefits 
derived from chain stores and have lembested anti-chain store legislstion. 
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Among the hundreds of farm organizations that have formally resolved against 
anti-chain store legisletion are the National Cooperative Council; the National 
Creamery and Buttermekers' Association; the National Woolgrowers!' Association; 
the National Farmers Union Convention and many others of a similar size and 
type. Here for example is how the American Farm Bureau Federation resolved at 
its annual meeting, New Orleans, La., December 15, 1958: 


"We condemn discriminatory and pwnitive taxes of all types de- 
Signed to favor or penalize a selected group. The enactment 
of such legislation results in further efforts by other groups 
to obtain special privileges. Such unnecessary taxes and res- 
trictions have a damaging effect by increasing costs of dis- 
tribution, increasing costs to consumers, reducing total con- 
sumption, and limiting production in agriculture as well as 
in industry. We oppose all such tax proposals." 


Everyone knows the stature and prestige of the American Farm Bureau Federation 
as the spokesman for the farmers of the land. Would such an organization re- 
solve formally against enti-chain store legislation if chein stores "beat down 
prices of farm products" as chain store critics charge? 


oe 


— 


For further data, write the Institute of Distribution, Inc. 
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XIV. 


"They are the first to arrive after a town is built 
and the first to leave when a town is overtaken by 
drought, cyclone, epidemic, or other unforeseen dis- 
aster." 


ANSWER: Untrue! Chain stores are less likely to close than their competitors. 
As a case in point, John N. Rebori, in a thesis submitted for the degree of 
Master of Arts at the University of Tennessee in 1957, entitled "Business Mor- 
tality of Retail Grocery Stores in Knoxville, Tenn., 1924 - 1935", shows that 
only 5.5% of the independent grocery stores in Knoxville remain in business 

10 years or longer, while, for local chain stores in Knoxville, the correspond- 
ing percentage is 24.4%, and for the stores of national chain store companies 


in Knoxville, the percentage in business after 10 years is 31.5%. 


And in a recent survey of 138 representative chain store companies, operating 
over 33,000 units and having sales of over 34 billion dollars, over 4% of the 
store managers of reporting companies have been located in the same city 25 
years or over; 23% from 10 to 25 years; 25% from 5 to 10 years. Thus more than 
50% of managers surveyed have been in charge of stores, in the same city, 5 or 
more years. 


Now let's consider what specifically happens in chain stores when disaster be- 
falls a community in which they are located. The following is 2 typical ex- 
perience. 


New England in the Autumn of 1938 was ravaged by a hurricane. Apple growers 
throughout New England, for example, found their orchurds severely damaged by 
storm with apples blown to the ground. Since apples will not keep for an ex- 
tended period, growers, consequently, were faced with the necessity of imme- 
diate marketing or disastrous loss. 


Did chain stores leave hurricane-ravaged New England? Definitely not! Their 
stores were not only immediately renovated, reconstructed, etc. for service to 
harassed New Englanders but such stores took active leadership in relief work. 


And insofar as the apple growers emergency is concerned, First National Stores, 
Inc. posted emergency banners in every store window urging all customers to eat 


———— 


Store managers were instructed, furthermore, not only to feature apples pro- 
minently and effectively but also to order, frequently, in order to save spoil- 
age. 


Other companies participated 100% in this practical,emergency New England pro- 
ject. 


Finally, for your information, here is a copy of a typical First National Stores, 
Inc. advertisement in connection with the New England apple emergency: 
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For further data, write the Institute of Distribution, Inc. | 


"With one arm broken fighting the hurricane, a New England 


apple grower is working heroically day and night to salvage 


what he can from the terrible wreckage mede of his entire 
means of livelihood. In his orchard of 2,500 trees over a 
thousand are a twisted mass. The roof was blow from his 
storage shed. His home and his farm buildings are badly 
damaged. 


"He is only one of the individual growers in our New England 
apple industry facing the ruin of the storm. These men are 
not asking pity. They are meeting their disaster with incre- 
dible courage and with true New England resourcefulness. 


"Except for the comparatively small crop harvested before the 
storm, the New England upple crop is on the ground -- four 
to five million boxes. Orchardists are working frantically 
to get this fine fruit picked up and on the market. These 
apples, however, cannot be stored, so that the normal order- 
ly marketing is impossible. They must be consumed within a 
comparatively brief space of time. 


"This emergency calls for your help. Buy native apples now 
and during the coming dsys and weeks. Use apples liberally. 
Fat TWO apples a day. Baked, in pies, in sauces and in 
countless other ways use apples; turn this emergency to your 
health and advantage. 


"We are cooperating with the New England Farmer. We ask you 
to help. Your neighbor apple grower isn't asking for pity. 
He's got apples to sell. Buy them!" 
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XV. 


"They charge different prices in different 
cities in the same state (and even in the 
game city) depending upon competition from 
the independent merchant across the street 
who is marked as the next victim." 


ANSWER: False! In the Federal Trade Commission chain store inquiry, a com- 
perison was made by F.T.C. field agents between the retail selling prices re- 
ported by the headquarters of 6 food chains in Detroit, Memphis and Washington, 
D. G., and the prices actually charged in the retail stores of these chains in 
these cities. (Reference source: "Chain Store Price Policy", Senate Document 
No. 85, 75rd Congress, 2nd Session, p. 59f.) Here are the results: 


Total number of quotations obtained in stores - 82,213 (repre- 
sents 100.0%). 


Total number of quotations found to be: 


(a) the same as prices specified by chain 
headquarters *eeeeeeteeeseeeeneeernre¢#teeeee 75,653 
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For further data, write the Institute of Distribution, Inc. | 
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XVI. 


"They owe their growth to chiseling, cheat- 
ing, racketeering methods, wrecking others 
to build themselves." 


ANSWER: Not true! And here, to demonstrate, are a few first hand opinions of 
men who know: 


"The success of our little business here has been phenomenal 
and we believe it is a result of the business we have ob- 
tained through our good chain store customers. We have at 
the present time twice as many employees as we had in 1928 
-- about one hundred and fifty employees. We are able to 
produce cheaply and pay our help slightly above the average 
wage because of the steady volume of business we reccive 
from the variety syndicates. An average of $5,500.00 a week 
pours into this little town. We are sold on the economies 
of wide distribution and low prices which help everyone." 


"We are a small toy factory that started in business in the 
spring of 1933, and tried to distribute through jobbers 

and individual department stores. The cost of selling in 

this way, and the small amount of goods we sold necessitated 
such a high retail selling price for our products, that we 
did not do enough business to continue operations. We are 
now concentrating our efforts on chain store accounts, and 
whereas we used to employ 25 people in season, we now employ 
upwards of 100, and our busy seasons are three times as long." 


tees From nature of our business, I am ciosely acquainted 

with the problems of the large chain stores, the small chains, 
the large wholesalers or jobbers, the group buyers of small 
stores and the small stores themselves. I do not see that 
any of them are suffering as a class, although there are, of 
course, different degrees of success and failure, according 
to the individual management's aggressiveness, etc." 


"The most startling thing in the whole picture of business 
changes in the last twenty years, is the tremendous improve- 
ment from every standpoint with the consumer decidedly get- 
ting the big end of things, as it is entirely proper that he 
should. 


"For example, our records show that during the four years of 
1924 to 1928 inclusive, the retail price on our principal 
product was 60 cents and at that time this price was about 
half the ordinary charge for attaching while ours attach 
themselves. During that period our principal sales were 
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direct to the small dealers and we advertised liberally 
in such magazines as * * * etc., yet the averuge number 
sold per year was less than half a million. 


"In 1929 the product got into one of the large chain stores, 
with the price reduced by volume to 25 cents retail, which 
later, with still greater volume, has come down to 10 cents. 


"The result to the consumer is that this last year some 
16,00),000 people get the benefit of a lower cost on our 
product, better health, ete., as compared to only half a 
miliion when they were offered only through individual re- 
tail stores. 


"The total business done in dollars by even the smallest re- 
tail store has tripled or quadrupled, as has likewise the num- 
ber of people employed by the fectories who are making them." 


ta 


The following dispatch that eppeared in the New York (N.¥.) Deily News Record, 
February 1, 1939 demonstrates the substantial locsl importance of the pur- 
chases made by chain store companies: 


"One of the largest orders placed recently with ae local 
manufacturing concern wis one by the W. T. Grant Co. for 
$780,000 worth of silk hosiery * * *., This order is in 
addition to a preceding order which brings the totel so 
far in 19359 to $925,000. 


"From this knitting mill in Charlotte, the Grant Company 
purchased, in 1938, silk hosiery to the amount of $1,600,000. 
And during the year 1058, the Grant Company bought more than 
5 million dollsers worth of hosiery from North Cerolina manu-~ 
facturers, including full-fashisned and seamless silk, cotton 
hose and anklets, it is said." 


Is it "wrecking others to build themselves" for chain stores to give locel 


ders that keep a factory profitably busy, "year round", and to give stable, 
geinful employment to a score of local workers, 52 weeks a year? 


or- 


| 
For further deta, write the Institute of Distribution, Inc. | 
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XVII. 


"They never operate ina 
distressed community." 


ANSWER: Untrue! Following are excerpts on this subject from an article by 
Warren Tucker, prominent Oakland real estate man: 


"Practically all owners of real property prefer chain store 
tenants over independent tenants ... chain stores pay their 
rents promptly, which does not entail the collection ex- 
pense of rentals from the average independent tenant. 


"Chain store tenants are advantageous to property because 
they advertise more heavily than the average independent 
tenant. This brings more people to the location in which 
the store is situated, and we know that the more people 
drawn to a particular location, the greater the property 
and rental value of this and adjacent stores... 


"During this period of declining real estate values, the 
chain stores, in many cases, had long leases based upon 

the scale of rents accepted during the late 1920's. The 
chains lived up to the terms of these leases and paid rents 
which were higher than rentals paid by other tenants for 
comparable properties. As chain store leases gradually ex- 
pired, chain store rents were adjusted to the going rent at 
the time. However, this adjustment of rentals was gradual 
and provided a cushion which allowed property owners time 
to make their own readjustments. 


"Without gradual readjustment, real property values could 
have broken as violently as stock and market values did in 
1929. This would have immediately thrown the greet majority 
of business property into foreclosure. I, personally, be- 
lieve that chain store tenancies did more than we have ever 
realized to prevent a complete collapse of realty values." 


For further data, write the Institute of Distribution, Inc. 
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AVITL 
TRUE OR FALSE? 
"They never render temporary assistance 
in the form of credit to any citizen." 
~- O + 
ANSWER: This is false! In lines of merchandise in which credit service has 


come to be regarded ag desirable or necessary, chain stores are to be found 


in the forefront in providing this service. 


stores. 
No. 91, 7érd Congress, end Session, pp. 4, 


Kind of 
Chain Stores 


Proportion of 
otores Selling 


This is well illustrated in the 


11.) 


Proportion of | 
Credit Sales to : 


Exclusively All Sales of | 
for Cash Both Cash and 
Credit Chains 
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Geners1 Merchandise ...sscccccees Be ae ie Wow Gis gi 38.4% 
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| | 
| For further data, write the Institute of Distribution, Inc. | 
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AIX. 


"They never pay their just and fair share of taxes 
in proportion to their volume of business." 


ANOVER: Not true! Chain stores neither can, nor wish to, avoid paying taxes. 
They are subject to taxation just as any other class of merchants. 


Due to the fact that chain stores rent units that are usually in choice loca- 
tions, they indirectly pay higher taxes through higher rent schedules. 


On the other hand, if a chain store company owns its place of business, and 
many of them do, then, neturally, it must pay taxes by the direct method, just 
as do other merchants who own business property. 


A few of the texes now puid by chain stores include ... 1) stete and municinal 
license, 2) occupational, excise and sales taxes, 5) real estate and improve- 
ment taxes, 4) personal property texes, 5) corporation income taxes, 6) capitel 
stock taxes, 7) excess profit taxes, 8) corporation frinchise tuxes, 9) unem- 
ployment and old age pension taxes to say nothing, of course, about tne sub- 
stential payments thet they meke for other types of Federal tax levies. 


And, if they operate in any of the e2 states wherein discriminatory chain store 
tax statutes are now operative, chain store companies must elso add discrimina- 
tory, punitive state taxes to the foregoing, already long list. 


All of the aforementioned taxes are, naturally, additional to the texes paid by 
landlords on property rented to chitin stores ... and which are, in turn, includ- 
ed by property owners in the rentals thtt ure cherged to chain stores for the 
privilege of occupying such store locetions. 


You may be sure that a chain store company is now paying every tax 4 corporation, 
or a store itself, can be called upon directly to pay into government coffers. 


And, by way of example, this amounts to nearly 200 different taxes in the case 
of but one typical compan 


Furthermore, the corporate form of organization is used by nearly all chain 

store companies, while most of the independent stores ere operated by individuals 
or partnerships. Chain stores are, therefore, subject to Federel and state 

taxes on corporations, while their independent competitors do not have to pay 
this type of tax. The comparative Federal income taxes paid by corporations and 
by individuals on a per-store basis are as follows: 


A. Based on e $2,400 income, the corporation pays $204 ... 
while the individual (if head of a family) pays nothing. 


B. Based on a $7,500 income, the corporation pays $765 ... 
while an individual (if head of a family) pays but $200. 
If he has neither wife nor children, his income tax ag- 
gregates $320. 
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Based on a $15,000 income, the corporation pays $1,590 
.». While the individual who is head of a family, pays 
only $1,160. If he has neither wife nor children, he 
pays $1,525 to the Federal Government as income tax. 


Q 


While Federal, state and local taxes in most types of individually-owned stores 
average less than 1% of sales, such taxes in the chain store companies that re- 
ported in a recent 138 company survey in this connection averaged 2.94% of 
sales. These companies paid the impressive sum of $3108 per store and $215 per 
employee in taxes not including the substantial additional taxes that they in- 
directly paid through rentals. 


And here is a table predicated on impartial, independent certified surveys 
showing comparisons of average taxes paid by chain and independent stores 
at specific points. 


TAX PER 1000 SQUARE 
MUNICIPALITY FEET OF STORE SPACE 
; INDEPENDENT | CHAIN 
Glendale, Calif. ; 


Marysville, " 
Modesto " | 77 
158 
Wisnidai... % 130 
Colorado. Springs, Colo. 
Fort Collins " 
Grand Junction " 255 
Pueblo " 535 
eI ak 220 en A 
Trinidad " 
Cedar Rapids, Lowe. 
Des Moines M" 6 7 
Sioux City " Gli.) 
Dallas, Texas 103 
Bl Pagoy 2! 
Houston, _" 
van Antonio, Texas 142 164 
Texarkana " | 75 
Bellingham, Wash. 124 
Everett Mn 86 
Mt. Vernon, _" 140 
Olympia, " 152 
Seattle, " 106 144 
Spokane " 83 114 
Tacoma, u : 87 12 
Wenatchee mt 80 86 
Walla Walla, " 102 102 
Yakima " 118 j 145 


* Average tax per store on personal property com- 
puted from 1957 combined tex rates on personal 
property for state, county, city and schools. 


And as finale on this subject, the 1937 retail survey of 1,051 individually- 
owned grocery and meat stores published by Dun and Bradstreet shows these 
stores to have paid 0.3% of their sales for taxes and that their profits were 
2.1% of their sales. Thus, the taxes paid by these 1,051 individuelly-owed 
grocery and meat stores were 1/7 of the amount of the profits earned in these 
stores. On the other hand, in 50 chain store companies operating a tot:1 of 
16,175 grocery and meat stores, profits instead of being 7 times as large as 
taxes paid, were actually only 2/3 as much as the amount of taxes that were 
paid by these companies. Net profits totalled $11,601,645 or 1.12% of sales 
while taxes totalled $17,538,002 or 1.70% of sales. 
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Similar results are shown for drug stores in the 1957 retail survey of Dun 

and Bradstreet. Taxes paid totalled 0.9% of the sales of the 954 individually- 
owned drug stores surveyed while profits earned were 3.0% or more than 5 times 

as much as the taxes paid. On the other hand, a group of 145 chain drug store 
companies, operating a total of 1,039 stores, reported tax payments of $4,410, 781 
or 3.19% of their sales while their profits were only $4,984,812 or 3.61% of 
their sales. 


ADDENDUM 


As we go to press, additional evidence has | 
just arrived, end is presented below: 


During the summer of 1938, the Indiana University school of business adminis- 
tration, under the direction of Dr. Howard M. Haas, conducted the first of a 
proposed series of tax surveys among the food and drug retail outlets in Indiana. 
Here are some Significant findings: 


The survey found that the total amount of the 1% gross income tax paid by all 
Indiana retailers was $8,242,329. Of this amoumt the payments by chain store 
companies were $2,750,000 or 33% of the total paid by all retailers, (Chain 
stere sales in Indiana, according to the United States Census of Business for 
1935, were only 24.5% of all retail sales.) The higher proportion of gross in- 
come tax payments by chain stores results from the smaller exemptions obtained 


by this class of taxpayers. 


A chain of 50 Indiana stores, furthermore, pays $4,968.00 in store license fees, 
an average of $99.36 per store. The gross income tax exemption for the first 
$3,000 of gross income amounts to $30 for the chain or an average of 60¢ for 
each store. An individually-orwned store in competition with one of the stores 
of this chain of 50 Indiana stores, pays a store license fee of $3,50 and re-~ 
ceives a gross income tax exemption of §30. The individual store, therefore, 
has an advantage in store license fees of $95.86 and an advantage in gross in- 
come tax exemption of $29.40, a total of $125.26. This advantage is equal to 
the gross income tax on $12,526 of retail sales. Since the average sales volume 
of individually-owned stores in Indiana is shown by this study to be about 
$12,000 a year, the advantage that typical Indiana reteilers have over compet- 
ing chain stores on these two taxes alone amoumts to 1% of their sales. 


Compared with the cost per store of these taxes in a chain of 100 Indiana stores, 
the advantage in favor of competing individually-ovned stores is $150.88. 


If two and two still makes four, is the charge that chain stores "never vay 
their just and fair share of taxes in proportion to their volume of business", 
true or false? There is, naturally, but one answer! False! 


For further data, write the Institute of Distribution, Inc. 
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XX. 


"They have never raised the standard of 
living in any community." 


ANSWER! Untrue! Aside from the fact that the advent and growth of the chain 
store has brought better food; better clothing; more convenience; better ser- 
vice; more luxuries; etc. to the local "masses" that heretofore were restricted 
to a fortunaté "few", every investigation that has been made of comparative 
prices in chain and independent stores shows chain store prices to be from 2% 
to 24% or more lower, thereby permitting chain store customers to get more for 
their money. 


Even persons who do not patronize chain stores heve benefitted from the com- 
petition provided by chain stores because this competition has held in check, 
prices of other stores. Savings in chains permit consumers to expend these sav- 
ings elsewhere, at the jeweler, movie, for insurance, etc., thereby benefitting 
other local businesses and businessmen, thus furthering local prosperity; there- 
by stimulating national business recovery. 


It is estimated that chain stores gainfully employ over a million residents of 
local communities. In a recent survey of 158 representative chain store com- 
panies, for example, it was found that reporting compunies, alone, geinfully 
employ 406,226 local residents as store employees, or an average of over 12 
employees per store. With headquarters and warehouse employees added, the 
total becomes 476,567. 


fages paid to local employees of chain stores ere higher than those paid in 
competing independent stores. The Census of American Business for 1955, the 
latest available, shows that the average annual earnings of full-time employees 
in chain stores were $1079; which is 14% higher than the $947 average for the 
employees of individually-owned stores. 


As one specific example among many on this subject, a city manager of ae repre- 
_ Sentative community, in un interview with independent investigutors, recently 
stated that the coming of chain stores in the variety, general merchandise and 
food fields of his town not only held in that town trade that formerly vent 

to a city 350 miles awiy but also had attracted to his town; retail trade from 
outside that otherwise would also have gone to that 30 mile away city. He 
held that the coming of chain stores to his town had multiplied the purchasing 
power of local consumers and had also substantially raised their standard of 
living. 


The impressions of this municipal official are confirmed by interviews held 
by independent, impartial investigators with 540 families in that same town. 
Of these 550 families, 488 now purchase clothing in town and 458, notions. 

A total of 591 of these families consider chain stores to be a boon to the 
town end only 14 not so. The rest of the families interviewed had no positive 
feelings one way or the other. 


Similar results attended impartial surveys made in numerous other communities, 
notably Newburgh, N.Y.; Lima, Ohio; Keene, N. H. and other localities. 


For further data, write the Institute of Distribution, Inc. 
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XXI. 


"Absentee control of business is a detriment 
to the future welfare of all classes and 
there is no class or group that escapes its 
detrimental effect upon our economic life." 


ANSWER: False! There can be no mechanization of the business of retailing to 
the extent that it can exist, for example, in mass production. The sale of 
merchandise in a retail store is an individual and personal transaction between 
the customer and the salesperson. Absentee control cannot be exerted success- 
fully over the myriad of individual and personel transactions which are fun- 
damental in the operation of retail stores. 


While there is some centralization of administrative activities in chain 
stores, just as there is in individually-owned department stores and other 
large retail stores, the selling activities of the store are not subject, in 
any important degree, to centralized control. Because of these fundamental 
and inescapable characteristics of retail selling, it is obvious that most of 
the control of a retail store must be local rather than absentee. That is why 
in the Federal Wage and Hour Law, all stores of all retailers are considered 
"intra-state" and all store employees are therefore exempted from the Act's 
provisions. 


The United States Census of Business for 1935 shows that the headquarters of 
chain store companies are to be found in every state and, therefore, that 
each state receives whatever benefit there is in having in that state the 
home offices of chain store companies. (Reference source: "Retail Chains", 
Table. 7,)p. 16). 


Home Office Number of | Home Office Number of 
State State Chains 
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Home Office Number of Home Office Number of 
State Chains otate Chains 
TENNESSEE cocccoccces 98 Wasim eon ”s sass ecb 84 


Rea ears Reese & eh é 502 
REEL Gus we eke bs bee Kee 59 
VOIMDAG is aces ns Cea ee a 
VAPPLNia ss o0clewewe es 79 


Ue Ss° Total 


# of Chain 
otore Com- 
pany Head- 
quarters 


Weet Va vrinda iis ands 66 
WESCONGIN 4 4 wale or ws & 149 
Wyoming eseeee3#seteteeeee rae 


% of Total U.S. Retail 
Trade of all Stores, 
Chain and Independent, 
in Each Geographic Sec- 


tion of the Country 


New England State 71% 
Middle Atlantic 1460 22 4% 


5 
East North Central 


West North Central ‘ 
south Atlantic 

East South Centra 

West South Centra 

Mountain 


There is no concentration of the headquarters of chain store companies in any one 
Section of the country. 


The distribution of the headquarters of chain store companies parallels, with 
striking similarity, the distribution of all retail trade in the United States, 
as shown by the foregoing tabulation from the U. S. Census of Business for 1935. 


For further data, write the Institute of Distribution, Inc. 
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XATTI. 


"Net profits from farms, mine:, or business is 
the only means of building towns, cities and 
states. These net profits (under the chain 
system) fly overnight to New York." 


- oO -— 


ANSWER: Not true! Even if it were true that every dollar of chain store pro- 
fits were sent out of town, there would be a net gain for the local community 
from the presence there of chain stores for, naturally, any type of enterprise 
which permits people to have more wanted goods at an average of 10% less in 
cost is of significant benefit to these people. And when the sizeable amounts 
that are expended by chain stores, locally, for wages, insurance, freight and 
trucking, maintenance, etc. are added to the foregoing savings, the contribu- 
tion of chain stores in the upbuilding of local communities substantially over- 
shadows the minute profits that may leave town. 


Let's now examine authoritative data on what actually happens to the money ex- 
pended by consumers in chain stores. 


A survey was recently conducted of 148 representative chain store companies. 
The central headquarters of these compunies are scattered all over America. 
They operate over 35,000 units coast-to-coast, and have annual sales of over 
3s billion dollars. The survey was checked and certified by the nationally- 
known public accountants, Peat, Marwick, Mitchell and Company. 


In reporting companies, here is how their major sales expenditures averege: 


3.59% of sales goes to pay rentals on store and such other 
properties <s warehouses, etc. Naturally this huge 
amount is paid to many thousands of local property 
owners, from coast-to-coast. Average rentals totel 


$5,784 per store ~ certainly an impressive figure. 


14,75% of sales goes to pay the wages, etc. of a multi- 
tude of local residents who are employed by these 
companies in stores, warehouses, offices, etc. 


1.29% of sales goes to pay Federal taxes. 


1.65% of sales goes to pay state and local taxes; the 
combined tax figures represent an average of $3,108 
per store in federal, state and local taxes und $215 
per employee for all such taxes. 


69.12% of sales goes to pay for merchandise and supplies 
purchased, as in the case of competitors, from 
the great local markets, coast-to-coast. 

8 , 


1.64% of sales goes for advertising of all types includ- 
ing newspaper, radio and for the locel purchase of 
stuffers, handbills,etc. 


0.08% of sales goes for civic memberships and donations to 
local welfare enterprises which reach the top-~ 
flight average of $90 per store. 
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Of the remaining, miscellaneous average balance, only 4.65% of sales represents 
net profits. And this slim average amount is left to chains not for hoarding 
but to cover their investments; for reinvestment in new store buiidings in 
local communities to community benefit; for improvements in existing store pro- 
perties; to finance investignrtions of product improvements in order to enhance 
merchandise standards and effect production and marketing economies} to provide 
a fumd for rainy days; to give them 2 margin of opersting safety and, finally 
to provide them with a profit as their reward for successful business operation. 


And who; finally, gets this reward? Who but stockholders? And who are these 
stockholders? 


Reporting companies, as shown elsewhere, had over 50,000,000 shares of common 
stock outstanding, 22% of which is held by company officers and employees, 
64% by people in all walks of life and only about 14% by bankers, insurance 
companies, etc. Of 5,075,018 sharcs of outstanding preferred steck, about 
25% is held by company officers and employees; 65% by people, coast-to-coast, 
in all walks of life and only about 10% by bankers, insurance companies, etc. 


These companics have 360,948 stockholders; 314,822 hold common stock; 46,126 
own preferred stock. These sharcholders reside in widely scattered communities 
liroughout America. There are 24 common stockhclders per 10,000 »opulation; 
there are about 4 preferred stockholders per 10,000 population. The 10 larg- 
est holders of common stock and the 10 largest holders of proferred stock in 
reporting companies live in 237 cities in 42 different states. 


Since stockholders received in dividends over 80% of the comparatively slim 
net profits of reporting companics, it is manifest thit the laborers, widows, 
bookkecpers, etc. from the Atlantic Ocean to the Pacific, who as principal 
stockholders of reporting companies really ovm them, received the bulk of com- 
pany earnings. 


67% of the Board members of reporting companies are active company officers or 
employees; only 7% are bankers, brokers or investment underwriters; the balance 
are people in all walks of life. 


In 82% of surveyed companies, 100% of their Board members reside in states in 
which companies operate. More than 85% of company directors live outside New 
York Oity. Among the food chain store companies, more directors were found to 
reside in Houston, Texas than in any other city. Among the chain drug store 
companies, the total of directors for 6 other cities was greater than the 

number of directors residing in New York City. And ag many drug store directors 
were found to live in Washington, Fort Wayne, Baltimore and Pittsburgh as in 
New York City. 


For further data, write the Institute of Distribution, Inc. 
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XXIII. 


"Every dollar (that is taken from your state 
or mine in net profits) is a loss of many 
times that one dollar in buying power to 
local residents." 


ANSWER: Untrue! No community in the United States is self-sustaining. 
Every American community depends for maintenance and growth on its ability 
to vend, profitably, that part of its production that is in excess of local 
needs in exchange for similar excesses in other sections of the country. 


New England shoes are bought with money earned by California oranges. Mich- 
igan automobiles are paid for by Texas cattle. Louisiana sugar buys Minnesota 
flour. 


Texas, for example, cannot consume all the petroleum that is produced within 
its boundaries. Consequently, its surplus is exchanged for food products, 
clothing and machinery produced in other sections of the country. Without 
this market outside the state of Texas, the buying power of many thousands 
‘of Texas residents would be far less than at present. 


Accordingly, some local money must leave town if that town is to be thriving 
and prosperous. This is the case insofar as all town businesses are con- 
cerned, retailing included. In retailing, this condition obtains both 
insofar as chain and individually-owned stores are concerned. 


Well known John T. Flynn analyzes this charge as follows: 


"Consider," he says, "for example, how the town's money goes for @ can of soup. 
The customer buys a can for ten cents at an independent store. What now be- 
comes of this ten cents? Does the grocer keep it and spend it in town? He 
most certainly does not. He keeps two cents of it for himself and sends the 
other eight cents to the wholesaler. If the wholesaler happens to have his 
office in the town itself, half a cent will remain there, but the rest will 
go out of town to the manufacturer. Thus, out of the consumer's ten cents, 
only two and a half cents remain in town. If the wholesaler is an out-of- 
town merchant, then the whole eight cents leaves the vicinity. In the first 
case, the two and a half cents kept by the local wholesaler and retailer will 
be distributed by them in rent, salaries, delivery, interest, light, taxes 
and other expenses and profit. It will for the most part remain in the town, 


"Now, Suppose that the customer takes his ten cents to a chain store. He will 
pay eight cents to the chain store for his can of soup and keep two cents nim- 
self. This two cents will remain in town, where it will be spent by the con- 
sumer, just as it would be if the customer had given the ten cents to a local 
grocer who purchased his goods from an out-of-town wholesaler. The only dif- 
ference is that the customer has the two cents instead of the grocer. But 
what becomes of the eight cents paid to the chain stores? Does it all go out 
of town? Of course not. A percentage of it must remain there to cover such 
local expenses as rent, salaries, taxes, light, etc. This portion amounts to 
10 or 1l percent, Accepting the lower figure, we find that of eight cents 
collected by the chain store, seven and two-tenths cents go out of town to the 
central office, Of the ten cents collected by the independent grocer, at least 
seven and five-tenths go out of town.” 
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The absurdity of the charge that profits earned in chain stores are a drain upon 
the resources of local communities is further demonstrated when the average pro- 
fits earned in local stores and their ultimate distribution (see Charge XXII) 
are compared with the average amount of money that chain store companies were, 
in a recent survey of 158 representative chain store companies, found, to keep 
on deposit in local banks. 


19,085 local store bank accounts, as previously reported, are maintained by 
reporting companies to safeguard over $58,000,000, in local deposits represent- 
ing an average of over $3000 per account. In addition, reporting companies 
maintained 821 other bank accounts, to safeguard over 496,000,000 in deposits, 
representing an average of over $115,000 per account. 


Now let's get down to even more specific cases: 


The average bank balance in these local accounts of reporting chain food store 
companies was $1808 and there was an average of one local bank account to about 
2.40 stores. The average bank balance per store in these local accounts was, 
therefore, $753. The average annual profits obtained in these reporting chain 


ee ee ee 


locally. 


For reporting chain drug store companies, the average bank balance was $6415 and 
there was one local bank account to 1.69 stores or an average local balance 

per store of $3796. The average profits of chain drug store companies were 
$4798 per store,per year. Thus, the amount of money kept on deposit, locally, 
was equal to more than nine months! profits earned per store. 


For further data, write the Institute of Distribution, Inc. 


a ean o ‘dood 


gat 


+2 piled he 


jt “ie ms . sn, 1 Bysi a 
Mieipvey iy! pple ® ee ae 


ae se a ‘wh Ng ae a nine: guest, 
a Le demic \ 


b xkee FP are 


Seen 2. 


XXIV. 


"Net profits remaining in the community 
and deposited in the local bank circu- 
late many times a year among local cit- 


izgens." 


Pals Re 


ANSWER: This is false! Only a small proportion of the deposits in any bank 
are kept on hand in cash. Nearly all of the money deposited in banks is, in 


turn, promptly expended by the bank for Government bonds, for corporation 
notes and for other investments which are readily marketzble. 


the bank lives and how it prospers. 


The assumption, furthermore, that profits earned locally by local residents 


That's the way 


are invariably and completely invested in local enterprises is belied by the 


widespread local ownership of bonds and other obligations of the Federal 
Government, stock and bonds of railroads, public utilities «end other cor- 


porations. 
DISTRIBUTION OF ASSETS oF ACTIVE BANKS, 1936 
pource $ 
Comptroller of the Currency, 
©. Treasury Department 

Pes Rey | VRE ih ig Wee strides aieiee (dipeee Ay. ,018,951,000. or 
Cash Balances with “Other Banks srleesa, t4,105,460,000 
U. S. Securities, Direct Ral 

a A ae ou 4 ae eae eh - 14,840,174,000 
Securities Fully Guaranteed by U. 

DOT OICNG as albih ss oad S Ree we a's te. 9 0L0,0e6,000 
LOANS SNC ULSCOUNTS. abaenaccenvnavene .2058095159,000 
Eee ven OND! Jens whe ene nese cend, .t0500L,068,000 
Miscellaneous ASSETS wccccccccerevens 5,077,508 ,000 

Total Assets $67, 198,581,000 
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| For further data, write the Institute of Distribution, Inc. 
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AXV. 


"More than 15 officials of one large na- 
tional corporate chain each receive more 
than $100,000 a year. Would it not be 
better for these privileges and opportun- 
ities to be widely distributed and have a 
larger number receive the aggregate amount 
of salaries paid to these 15?" 


ANSWER: When an individual obtains employment with a chain store company, the 
employer assumes the obligation of directing the activities of this employee 
and of paying him a salary commensurate with the type and extent of services 
rendered. If the employer fails effectively to direct the work of his em- 
ployee, the organization fails and the employee is out of work. 


If all of the cost of this executive direction of employees! activities were 
eliminated and the money so "saved" were paid to the individual employees in 
equal amounts, the effect would be to raise the hourly wage rates of these 
employees less than 2%. An employee receiving 50¢ an hour, for example, would 
have his wages raised to a fraction of a cent under 5l¢ an hour. 


Actually, however, no such thing could happen because without the skilled and 
expert direction of employers, there would be no opportunity for employees 
to earn any wages at all for there would then be no business to pay them. 


Now let's get down to cases insofar as the remuneration of chain store exec- 
utives is concerned. 


In a survey of 138 representative chain store companies certified by Peat, 
Marwick, Mitchell & Co. on January 9, 1939, it was found that the total amount 
of salaries paid in 1937 to officers and executives by reporting companies 

was 0.56% of the sales of these companies. The earnings of these officers 

and executives were only 4.13% of the total payroll of reporting companies. 

In only one of the reporting companies did salaries of officers and executives 
exceed 50% of the total payroll and in this one company the percentége was 
less than 35%. 


Below a self explanatory table presenting the distribution of aggregate salaries 
and bonuses paid in 1937, to their 1,576 officers and executives by reporting 
companies. 


Salary Group No. of Of- % of 
ficers & Total 
Executives No. 
From $ 5,000 to $10,000 1,016 64.47% 
From $ 10,000 to $15,000 252 15.99 
From $ 15,000 to $25,000 174 11.04 
From $ 25,000 to $35,000 79 9.01 
From $ 35,000 to $50,000 37 2.05 
From $ 50,000 to $75,000 a 470 
From $ °75,000 to $100,000 7 44 


Over $100,000 We ake 


Total » TL 876 100 .00% 
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A survey of the earnings of local store managers in reporting companies show- 
ed 1,310 of these managers to have earned in 1937 over $5,000 a year each. 
This is a clear and definite demonstration of the opportunities for interest- 
ing and profitable local employment in chain store companies. 


Salary Group No. Of % of 
Managers Total 
From $ 5,000 to $10,000 1,036 79.08% 
From $10,000 to $15,000 195 14.89 
From $15,000 to $25,000 69 6.27. 
Over $25,000 10 . 76 
Total by LO 100 .00% 


For further data, write the Institute of Distribution, Ine. | 
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